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SUMMARY 

The  expansion  and  increased  activity  of  cooperative  frozen  food  locker 
plants  in  Illinois,  which  started  after  World  War  II,  continued  during 
1946-47.  Approximately  a  dozen  new  plants  started  operation  during  the 
past  year  and  several  other  plants  were  under  construction.  At  the  time 
this  study  was  made  there  were  approximately  120  cooperative  locker  and 
slaughtering  plants  in  operation  or  under  construction  in  the  State. 

Briefly  the  highlights  of  this  study  are: 

Total  assets  of  the  33  associations,  operating  87  plants  covered  by  this 
study,  amounted  to  $2,888,000.  Investment  in  fixed  assets,  after  de- 
ducting depreciation,  totaled  $2,258,000.  Net  worth  of  the  associations 
was  approximately  $1,671,000,  of  which  88  percent  was  made  up  of  capital 
stock  and  12  percent  of  retained  net  savings.  Total  assets  per  associa- 
tion increased  52  percent  over  last  year.  The  investment  in  fixed 
assets  for  the  87  plants  is  approximately  $59.19  per  locker  compared 
with  $48o60  a  year  ago.  Average  investment  per  plant  constructed  in  the 
period  1937  to  1941  ranged  from  $29  to  $45  per  locker.  Cost  of  new 
plants  increased    from    $52.53  per  locker  in  1944  to  $72.90  in  1947. 

Receipts  averaged  $35,410  per  association  or  $29.74  per  locker  rented. 
This  represents  an  increase  of  $9,191  per  association  or  $4.08  per 
locker  over  the  previous  year.  Forty-two  percent  of  receipts  was 
derived  from  locker  rentals ;  30  percent  from  cut ting,  wrapping,  freezing, 
and  grinding;  16  percent  from  additional  processing  services  such  as 
slaughtering,  curing,  smoking,  lard  rendering,  poultry  dressing,  and 
fruit  and  vegetable  processing;  and  12  percent  from  sales,  grading, 
storage,  and  other  income.  The  proportion  of  receipts  from  locker 
rentals  dropped  5  percent,  while  that  of  sales  and  other  income  in- 
creased 5  percent  compared  with  a  year  ago. 

Total  expenses  averaged  $32,258  per  association  or  $27.09  per  locker 
rented  as  compared  with  $23,495  per  association  or  $22.99  per  locker 
a  year  ago.  Labor,  depreciation,  and  utilities  are  the  three  major 
expense  items,  amounting  to  over  three-fourths  of  all  expenses.  The 
cost  of  labor  and  management  accounted  I'or  50  percent  of  all  expenses 
and  amounted  to  45  percent  of  total  receipts. 

Net  savings  averaged  $3,152  per  association  or  $2.65  per  locker  rented. 
While  total  savings  increased  $428  per  association,  savings  per  locker 
were  approximately  the  same  as  a  year  ago.  Net  savings  before  payment 
of  income  tax  and  interest  averaged  $3.74  per  locker  or  11  percent  of 
the  original  cost  of  fixed  assets  compared  with  10  percent  in  1946. 
While  several  associations  showed  considerable  improvement  in  net 
saving,  the  average  for  the  group  as  a  whole  was  approximately  the  same 
as  last  year.  Six  associations  experienced  a  loss  this  year  compared 
with  three  a  year  ago. 

Meat  and  poultry  processed  by  the  33  associations  amounted  to  7,734  tons 
and  averaged  394  pounds  per  locker  rented,  compared  with  425  pounds  per 
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locker  the  previous  year.  Fruits  and  vegetables  averaged  about  30  pounds 
per  locker  rented  compared  with  25  pounds  a  year  ago. 

Labor  and  management  cost  per  dollar  of  processing  Income  averaged  96 
cents  compared  with  92  cents  the  previous  year.  Lower  voliome  per  locker 
plus  higher  wages  were  maJLnly  responsible  for  this  poorer  showing.  The 
study  Indicates  that  volume  processed  alone,  while  important,  does  not 
guarantee  high  net  savings  unless  it  is  associated  with  efficient  use 
of  labor. 

Power  consumption  per  locker  Increased  nearly  9  percent  over  the  preced- 
ing year,  or  from  67  to  73  kilowatt-hours  per  locker  per  year.  This  may 
be  due  to  a  number  of  factors  such  as  increased  slaughtering  and  pro- 
cessing services,  deterioration  of  insulation,  decreased  efficiency  of 
refrigeration  equipment  or  possibly  to  a  longer  period  of  high  outside 
temperatures. 

During  the  past  year  there  has  been  a  definite  trend  toward  providing 
Increased  services  of  slavighterlng  and  centralized  processing.  Twelve 
new  slaughtering  plants  have  been  built  or  purchased.  Four  of  these 
plants  are  designed  to  perform  a  complete  centralized  service  of  slaugh- 
tering, chilling,  cutting,  wrapping,  and  freezing,  while  eight  plants 
limit  their  services  largely  to  slaughtering  and  chilling  and  some  to 
curing,  smoking^  and  lard  rendering  for  several  branch  plants.  Eighteen 
associations  now  operate  or  have  in  process  of  construction  19  slaughter 
facilities  which  will  serve  45  locker  plants  with  approximately  26,000 
lockers . 

An  increasing  number  of  plants  also  provide  poultry  dressing  services 
and  several  plants  have  expanded  their  sale  of  commercial  frozen  foods. 

While  a  growing  interest  was  indicated  on  the  part  of  several  associa- 
tions in  the  expajision  of  facilities,  the  high  cost  of  construction  has 
tended  to  slow  down  new  building  programs  in  several  counties. 

Because  of  increased  cost  of  operation  and  construction,  both  locker 
rental  and  processing  rates  have  been  raised.  On  the  average,  rental 
rates  increased  approximately  75  cents  per  locker  and  processing  rates, 
l/2  cent  per  pound.  Such  moderate  advances  appear  to  be  justified 
considering  sharply  higher  operating  costs.  Present  rates  are  con- 
siderably below  those  charged  in  most  other  sections  of  the  cotintry. 

Demand  for  locker  service  continued  active  with  over  90  percent  occupancy 
reported.  However,  most  plants  did  not  have  the  long  waiting  lists  as 
they  had  the  past  several  years. 

While  some  associations  showed  marked  Improvement  in  the  use  of  labor 
and  in  net  savings  compared  with  last  year,  the  average  was  not  as  good 
as  the  previous  year.  In  a  number  of  associations  part  of  this  was  due 
to  their  substantial  expajislon  progreun  which  Increased  expenses  and  took 
considerable  of  the  managers'   time  to  oversee.     In  others,  new  plants 
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were  just  getting  into  operation  and  had  not  had  time  to  hit  their 
stride.  With  the  new  and  expanded  services  which  will  be  in  operation 
this  next  year,  it  should  be  possible  to  increase  volume  and  improve 
operations . 

Opportunities  for  improved  and  expanded  services  through  locker-plant 
operation  appear  bright,  provided  operations  are  efficient  and  result  in 
satisfactory  services  to  patrons  at  moderate  cost.  The  locker  btisiness 
is  primarily  a  narrow-margin  service  enterprise  -  its  greatest  value 
lies  in  improved  diets,  better  use  and  preservation  of  locally  produced 
food,  and  in  narrowing  the  spread  between  producer  and  consumer.  To  be 
successful  calls  for  courtesy,  honesty,  cleanliness,  efficient  manage- 
ment, and  intelligent  salesmanship. 

If  these  practices  and  policies  are  followed,  loeker  plants  can  become 
increasingly  important  in  the  marketing,  processing,  storing,  and 
merchandising  of  both  locally  produced  foods  as  well  as  in  distributing 
commercial  frozen  foods  produced  outside  the  area.  In  some  localities 
the  locker  plant  may  be  the  forerunner  of  larger  commercial  processing 
and  freezing  operations. 


FROZEN  FOOD  LOCKER  COOPERATIVES  IN  ILLINOIS,  1947 


By 

Paul  C.  Wllkins 
and 

L.  B.  Mann 

Agricultural  Economists 

The  frozen  food  locker  industry  is  one  of  the  most  rapidly  expanding 
small  business  industries  in  the  United  States.  With  less  than  1,300 
plants  in  1938,  the  Industry  has  grown  until  in  July  1947  it  was  esti- 
mated that  more  than  9,500  plants  were  in  operation. 

The  importance  of  the  industry  is  shown  by  the  volume  of  foodstuff 
processed  and  the  number  of  people  using  these  facilities.  It  is  esti- 
mated that  the  9,500  plants  counted  in  the  latest  Nation-wide  survey  have 
a  capacity  of  4,700,000  lockers.  These  plants  processed  and  stored 
during  the  year  more  than  1,600  million  pounds  of  food  for  4  million 
families  or  about  15  million  persons.  Total  investment  in  plant  facil- 
ities was  estimated  between  225  and  250  million  dollars  emd  gross  income 
about  120  million  dollars.  Illinois  reported  535  locker  plants  with 
approximately  120  plants  owned  cooperatively. 

This  survey,  made  at  the  request  of  the  Illinois  Cooperative  Locker 
Service,  is  based  on  an  analysis  of  33  associations  operating  87  plants, 
having  total  assets  of  $2,888,000  and  a  combined  annual  volume  of  busi- 
ness in  excess  of  $1,168,000.  The  87  plants  had  capacity  for  an  esti- 
mated 45,325  lockers  with  approximately  43,825  lockers  Installed. 

All  associations  have  facilities  for  chilling,  aging,  cutting,  wrapping, 
and  freezing  beef  and  pork.  Twenty-eight  associations  have  pork-curing 
facilities,  24  lard-rendering  facilities,  euidll  slaughtering  facilities. 
Seven  associations  will  complete  construction  of  new  slaughter  facil- 
ities during  the  current  year.  Several  associations  not  equipped  for 
slaughtering  provided  personnel  to  perform  this  service  on  the  farm. 
The  period  covered  by  the  survey  is  the  fiscal  year  of  each  association 
ending  between  December  31,  1946,  and  November  30,  1947. 

PURPOSE  OF  ANALYSIS 

The  purpose  of  this  analysis  is  to  provide  directors  of  the  locker  asso- 
ciations, pl&nt  managers,  and  others  responsible  for  and  interested  in 
cooperative  locker-plant  operation  with  information  on  the  operations  of 
the  locker  associations  and  the  relative  efficiency  and  success  of  the 
associations  and  the  individual  locker  plants.  Information  Is  also 
presented  to  show  the  changes  that  have  occurred  In  recent  years  and  the 
factors  that  might  account  for  these  changes. 

NOTE:  The  authors  express  their  appreciation  to  Raymond  L.  Fox  for  assistance  in  the 
field  work  and  to  Jane  H.  Click  for  assistance  in  preparing  the  tables. 
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BALANCE  SHEET 

The  combined  balance  sheet  for  the  33  associations  is  shown  in  table  1. 
Total  assets  amounted  to  $2,888,000  or  an  average  of  $87,516  for  each 
association.  Expansion  of  plant  facilities  resulted  in  an  average  in- 
crease of  58  percent  in  total  assets  over  the  previous  year.  Fixed 
assets  now  average  $68,441  after  depreciation;  current  assets,  $15,286; 
deferred  charges,  $1,826;  and  investments,  $1,963.  Total  liabilities 
averaged  $36,859  and  current  liabilities  amounted  to  $10,459;  unearned 
locker  rentals,  $7,420;  and  noncurrent  liabilities,  $18,980. 

The  average  net  worth  per  association  is  $50,657  and  consists  of  88  per- 
cent outstanding  capital  stock  and  12  percent  retained  net  savings.  One 
association  was  organized  on  a  membership  fee  basis,  but  for  the  purpose 
of  this  analysis  the  fees  are  shown  as  capital  stock.  Seventy-two  per- 
cent of  the  associations  have  cumulative  preferred  stock,  with  a  usual 
dividend  rate  of  6  percent.  Twenty-eight  percent  of  the  associations 
have  6  percent  noncumulative  preferred  stock.. 

The  balance  sheet  shows  that  current  liabilities  average  68  cents  for 
each  dollar  of  current  assets.  Most  analysts  say  that  for  many  types  of 
enterprises  maximum  safety  requires  that  current  assets  should  be  at 
least  twice  as  large  as  current  liabilities. 

The  ratio  of  borrowed  funds  to  the  book  value  of  fixed  assets  is  now 
higher  than  at  any  time  in  the  past  4  years.  The  big  expansion  program 
underway  in  many  associations  has  resulted  in  a  rapid  increase  in  funds 
borrowed  for  plant  construction.  The  average  ratio  of  fixed  assets 
(book  value)  to  term  indebtedness  is  now  1  to  0.27  compared  with  1  to 
0.18  in  1944,  and  1  to  0.23  in  1945  and  1946.  Considerable  stock  has 
also  been  sold  to  finance  this  expansion  program.  During  the  year, 
outstanding  capital  stock  increased  from  $963,000  to  $1,464,000. 

Retained  net  savings  now  total  $207,256  or  $51,000  more  than  the  pre- 
vious year.  In  ratio  to  outstanding  capital  stock,  however,  retained 
net  savings  are  at  their  lowest  point  during  the  four  years.  For  each 
dollar  of  outstanding  capital  stock  there  is  only  14  cents  of  retained 
net  savings  (fig.  1)  compared  with  16  cents  in  1946,  and  21  cents  in 
1945.  The  reason,  of  course,  has  been  the  relatively  greater  increase 
in  the  amount  of  outstanding  capital  stock  compared  to  savings  retained 
by  the  associations. 

INVESTMENT  IN  FIXED  ASSETS 

During  and  since  World  War  II  the  cost  of  constructing  and  equipping 
frozen  food  locker  plants  has  been  steadily  increasing.  In  some  in- 
stances present-day  costs  make  it  difficult,  if  not  impossible,  to 
operate  at  current  rental  and  processing  rates.  Considerable  interest 
has  been  shown  in  the  relative  cost  of  constructing  plants  today  com- 
pared with  the  prewar  period. 
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An  analysis  of  17  Illinois  cooperative  plants  built  between  1937  and  1941 
shows  that  the  cost  of  facilities  ranged  from  $29  to  $45  per  locker 
capacity^  and  averaged  about  $33.60  per  locker.  Twenty-four  plants 
built  in  the  period  1944-47  had  costs  ranging  from  $43  to  $92  per  locker 
and  averaged  approximately  $63  per  locker  -  an  increase  of  88  percent. 
The  greatest  increase  has  been  in  the  cost  of  buildings.  From  1937  to 
1941  buildings  cost  an  average  of  $12.25  per  locker.  In  the  period 
1944-47  this  cost  was  $26  or  112  percent  more  than  in  the  earlier  period. 

The  cost  of  insulation  also  showed  substantial  increases.  In  the 
earlier  period,  insulation  cost  averaged  $6.80  per  locker  but  increased 
71  percent  to  $11.65  in  the  latter  period.  Refrigeration  cost  increased 
from  $6.90  per  locker  to  $10.70  per  locker,  an  Increase  of  55  percent. 
Lockers  increased  from  $5.05  to  $7.80  or  54  percent.  The  most  rapid 
increases  in  cost  of  construction  have  occurred  since  1944.  Table  2  shows 
the  cost  by  major  items  in  24  plants  built  from  1944  to  1947.  Five 
plants  were  constructed  in  1944  at  an  average  cost  of  $52.53.  In  1945 
eight  plants  were  built  at  a  cost  of  $59.63.  Six  plants  built  in  1946 
cost  $63.58  per  locker  and  five  plants  in  1947  cost  $72.90  per  locker. 
If  the  plants  used  in  this  analysis  are  representative,  construction  ajid 
equipment  costs  have  increased  approximately  40  percent  in  4  years. 

Items  showing  the  greatest  increase  since  1944  also  showed  the  greatest 
increase  prior  to  that  year.  Building  costs  in  1947  were  206  percent 
higher  than  the  1937-41  average.  Insulation  costs  were  104  percent 
higher  and  refrigeration  costs  101  percent  higher.  Cost  of  constructing 
5  plants  in  1947  was  118  percent  more  than  the  average  of  17  plants 
constructed  in  the  1937-41  period.  Some  of  this  increase  has  been  due 
to  the  installation  of  more  complete  service  plants.  By  far  the  greatest 
factor,  however,  has  been  the  increase  in  the  cost  of  buildings  and 
equipment. 

Plants  built  at  these  high  prices  may  find  it  difficult  to  operate  pro- 
fitably unless  methods  are  found  to  greatly  increase  the  efficiency  of 
labor,  new  and  profitable  services  undertaken,  and  rental  and  processing 
rates  raised.  With  respect  to  the  latter  pointj  it  must  be  recognized 
that  competition  from  home  frozen  food  units  and  from  other  sources  of 
food  supply  as  well  as  other  methods  of  food  preservation  will  limit 
possibilities  in  this  field. 

OPERATING  STATEMENT 

The  data  in  table  3  were  assembled  from  the  associations'  audit  reports 
and  cover  the  past  two  fiscal  years.  Thirty-three  associations  were 
included  in  the  1946-47  analysis  and  32  associations  in  the  1945-46 
analysis.  Inasmuch  as  the  same  number  of  associations  are  not  shown 
for  both  periods,    the  data  of  most  value  are  those  showing  average 


Locker  capacity  means  the  number  of  lockers  that  can  be  Installed  In  existing  zero 
temperature  rooms. 
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Table  2.  -  Investment  in  fixed  assets  by  year  of  opening,  Illinois  cooperat  ive  locker 

plants,  1944-47^ 


Plants  opened  in  1944 


Plant^ 

Locker 
capacity 

Land 

Bui  id  ing 

Insula- 
t  ion 

Refrig- 
eration 

t      1  3 
Lockers^ 

Process- 
ing 

Other 

Total 

29 -A 

528 

$1.59 

$28.02 

$9.58 

$8.72 

$7.04 

$4.  28 

$0.94 

$60.17 

3-C 

561 

57.45 

19- A 
14-C 

296 
621 

49.42 
48.65 

1.93 

14.94 

10.62 

7.40 

7.98 

5.70 

.08 

30 -A 

376 

1.60 

5.19 

15.04 

11.48 

6.13 

3.44 

.45 

43. 33 

Average 

1.  73 

17.06 

11.35 

8.  86 

7.20 

4.65 

.47 

52.53 

Plants  opened  in  1945 

27-A 

342 

2.70 

35.97 

14.63 

10.86 

6. 14 

8.05 

1.00 

79.35 

8-B 

479 

1.35 

38.  15 

13.00 

11.09 

8.53 

2.58 

2.89 

77.59 

31-A 

448 

.45 

24.33 

11.34 

11.76 

9.69 

7.  16 

.69 

65.42 

26-A 

436 

1.15 

19.87 

14.27 

11.86 

8.32 

3.86 

.76 

60.09 

23-A 

1,059 

1.89 

2.7.81 

7.86 

8.05 

7.24 

3. 18 

1.60 

57.63 

24 -A 

742 

2.69 

23.52 

8.78 

8.30 

7.29 

4.07 

.98 

55.63 

25-A 

736 

.33 

21.57 

8.76 

8.  71 

6.57 

4.00 

.54 

50.48 

5-C 

546 

.55 

11.32 

12.03 

9.39 

9.87 

4.56 

.31 

48.03 

Average 

1.42 

24.88 

10.52 

9.54 

7.82 

4.33 

1.12 

59.63 

Plants  opened  in  1946 

3-D 

5  64 

90.42 

31-B 

520 

1.30 

42.01 

9.81 

9.48 

7.23 

6.80 

.60 

77.23 

32-A 

620 

1.94 

29.  17 

10.65 

8.67 

7.94 

4.  18 

.25 

62.80 

33-A 

538 

11. 15 

13.92 

10.47 

9.  13 

6.54 

5.91 

.48 

57.60 

18 -B 

406 

1.23 

17.77 

12.85 

14.  74 

6.86 

2.35 

.31 

56.11 

14-D 

906 

2.48 

22.81 

7. 10 

6.45 

7.85 

.30 

.  15 

46.48 

Average 

3.55 

25. 19 

9.69 

9.05 

7.38 

3.52 

.33 

63.58 

Plants  opened  in  1947 

It) 

449 

2.27 

42.45 

15.59 

17.40 

'.34 

7.  25 

.27 

92.57 

14-E 

1,040 

4.85 

49.95 

13.48 

12.07 

8.  74 

1.  13 

.87 

90.25 

33-B 

639 

1.17 

24.09 

13.  17 

16.56 

10.60 

3.61 

1.05 

68.58 

18-D 

630 

.48 

26.78 

13.89 

11.68 

7.94 

2.34 

3.14 

66.25 

5-D 

874 

50.  10 

Average 

2.58 

37.45 

13.85 

13.89 

8.69 

2.98 

1.33 

72.90 

^Investment  at  close  of  flscalyyear  ending  In  1947 

Arabic  numerals  refer  to  county  associations.     Lettered  subdivisions  refer  to  Individual  plants. 
;JInvestraent  per  locker  Installed. 
This  plant  recently  opened  and  was  not  Included  In  rest  of  survey. 


SOURCE:     Based  on  audit  reports  and  associat  ions'  records. 


7 


o 

c 

fO 

11 

u 

u 

» 

•e 

a 

*j 

a 

c 

w 

Tl 

c 

u 

1 

M 

m 

eg 

«t 

II) 

01  a 

(9  Ol 


Q,  O  -H 


(0  CO  o 

C  (U  c 

u  o 

u  &0 


■*  ^     t     m  oi  vD 


000>0>000>00>OlC'-l 


tS  00  « 


IrtCSCO  o  O  — ^  t~-  X 
<»5>OCh   <J,  QO  ^  <N  00  ^ 


«ocs»-<io>ooooco>~vo 


 "  cs  Tl-  ts  m 


WCNt^<J\fSC^rO00tOlOaitN<NvO 


M  00 


00  cs 


•  CO 

CO 

CO  O 

K, 

f-H  CO 

c3-l 

^  CO 

CD  4-3 

05  C 

a  <u 

o 

s§ 

o  o 

O  CJ 

CO  C 

CO«H 

cd 

CO  c 

to  w 

-t-i 

to  rH 

>5CCi 

c«  o 

CCJ 

c; 

CO  o 

1  -a 

in  0) 

^  CO 

cn  aj 

k. 

a 

0 

Q. 

cu 

91 

X3  O 

0)  U 

■a  <u 

P  o. 

•Q 

o  in 

3 

Q 

oo 

C 

0 

o  o 

•0 

U  CO 

(D 

CJ  *H 

o  > 

CO  CC) 

CO  CO 

CO 

u 

C\J  0) 

CO  2; 

o 

rH  CNJ 

CO 

Cfl  TD 
-H  C 

CO  CD 


n  oj 


0)C  -  IUT33-H'H 
OC033Q)— (Ol< 


-I  C 

XI  CO 


tflcot-.6Cco--^fc- 


01  (U 

a  s 
X  o 


OJ  tfl  -H  (D 

■H  I,  t) 

-c         C  -O  -H 

(X  C3    C3  C  CD 

a  a  eg  c 

D  0)    M  O 

Cn  tH     CJ  'H 

C 


•H        eg        (U   a.  >H 

-H  C  C    01    0    4)  t 

.  a.  CO  o  o  c      a  ■•  1 

O.  •4-t-HQ>-HO0)-H-Htn 


c/1   3   (/)    3  -M   Gl*  eg 


w  s  o 


T3  ■*->  *•» 

C  C  C  0)  XI 

3  eg  eg  o  C 

tg  — <  -H  o 

u  Cu  di  ^  n 


+j  eg 
eg 

u  o 

<u  H 
O. 


4->     iH  CA 


1*.  eg 
O  W 


sax 
gj  -M 
H  Q  O 


o 


0)    4-t  4-14^ 


il  0) 

c  u 
w  fa. 


8 


income,^  expense,  and  savings.  On  the  average,  all  income  and  expenses 
increased  over  the  preceding  year.  Total  operating  income  averaged 
$35,228  per  association,  an  increase  of  $9,186  over  the  preceding  year. 
Earned  locker  rentals  increased  $2,647  but  declined  from  47  percent  to 
42  percent  of  total  operating  income.  Cutting,  wrapping,  freezing,  and 
grinding  service  produced  $2,450  more  than  the  preceding  year.  Inedible 
sales  increased  $1,960  or  from  4  percent  to  8  percent  of  total  operating 
income.  The  important  factors  contributing  to  the  changed  picture  are: 
(1)  Higher  locker  rental  and  processing  rates,  (2)  more  locker  and  pro- 
cessing facilities,  (3)  more  attention  to  salvaging  inedibles,  and  (4) 
increased  merchandise  sales. 

The  increase  in  business  activity  of  the  associations  resultea  in  an 
increase  in  all  expenses.  Total  operating  expenses  increased  $8,514  per 
association  to  $30,947,  of  which  $4,174  was  due  to  the  increase  in  the 
cost  of  labor  and  management.  Depreciation,  rent,  plant  supplies,  and 
utilities  also  showed  significant  increases.  As  a  percentage  of  total 
operating  income,  however,  the  various  expense  items  showed  little 
change.  Salaries  and  wages  remained  the  same,  depreciation  and  rent 
increased  about  1  percent,  and  utilities  declined  1  percent.  Among  the 
less  important  expenses  which  increased  over  the  previous  years  are 
plant  and  office  supplies,  plant  repairs,  and  the  cost  of  educational 
and  promotional  activities  while  licenses,  taxes,  directors'  per  diem, 
legal,  and  audit  declined  percentagewise. 

Net  savings  for  the  entire  group  of  associations  averaged  $4,463  per 
association  before  payment  of  income  tax  and  interest,  and  $3,152  after 
payment  of  these  items.  Increase  in  savings  averaged  $428  per  associa- 
tion over  the  previous  year  and  net  savings  amounted  to  8.95  percent  of 
total  operating  income.  In  1945-46  net  savings  averaged  10.46  percent 
of  operating  income.  This  indicates  that  the  increase  in  expenses  over 
the  previous  year  was  relatively  greater  than  the  increase  in  income. 
Trends  in  income,  expenses,  and  net  savings  per  locker  from  1943-44  to 
1946-47  are  shown  by  table  4.  For  the  4-year  period  total  income  in- 
creased $7.25  per  locker,  of  which  $3.99  came  from  processing;  $1.01 
from  rentals;  and  $2.15  from  other  sources.  In  spite  of  this  sub- 
stantial gain  in  income,  expenses  increased  $7.48  per  locker  for  the 
same  period.  Labor  was  responsible  for  $4.29  of  this  increased  expense; 
fixed  charges,  $1.39;  other  expenses,  $1.32;  and  utilities,  48  cents 
per  locker.  For  the  same  period  net  savings  declined  from  $4.07  in 
1943-44  to  $3.74  in  1946-47,  reaching  their  lowest  point  in  1945  at 
$2.88  per  locker. 


The  term  "Income "  Is  used  In  this  report  because  It  Is  In  customary  use  by  the  Illinois 
locker  cooperatives  and  therefore  Is  well  understood  by  their  managements  and  pat:^ 
rons^  iiost  cooperative  authorities  do  not  favor  the  use  of  the  word  '"income"  to  ,  de-f 
scribe  the  normal  cperatlng  receipts  of  a  cooperative  which  Is  obllgateiL  by  agreement 
to  distribute  such  receipts,  less  expenses  and  other  authorized  deductions,  to  Its 
patrons  In  proportion  to  the  volume  of  business  done  with  each  patron. 
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Table  4,  -  Income,  expense,  and  net  savings  per  locker  rented  before 
income  tax  and  interest ,  Illinois  locker  cooperat ives ,  1943-44  to 
1946-47. 


Item 

1943-44 

1944-45 

1945-46 

1946-47 

Dollars 

Percent 

Dollars 

Percent 

Dollars 

Percent 

Dollars 

Percent 

Income : 

Other  

Total  

Expenses: 

Utilities  

Other-  

Total  - 

11.53 
9.70 
1.36 

51 
43 
6 

11.69 
9.96 
1.44 

51 
43 

6 

12.02 
11.89 
1.75 

47 
46 
7 

12.54 
13.69 
3.51 

42 
46 
12 

22.59 

100 

23.09 

100 

25.66 

100 

29.74 

100 

9.17 
2.30 
3.96 
3.09 

41 

10 
17 
14 

10. 14 
2.40 
4.3  8 
3.29 

44 

10 
19 
15 

11.60 
2.66 
4.22 
3.48 

45 
10 
17 
14 

13.46 
2.78 
5.35 
4.41 

45 
9 

18 
15 

18.52 

82 

20.21 

88 

21.96 

86 

26.00 

87 

4.07 

18 

2.88 

12 

3.70 

14 

3.74 

13 

Plant  repairs,  depreciation,  rent,  Insurance,  bonding,  licenses,  and  taxes. 

SOURCE:     Baaed  on  audit  reports 


ANALYSIS  OF  INCOME  BY  ASSOCIATIONS 

In  table  5  Income  by  major  Items  is  shown  for  each  association.  In 
order  that  the  information  for  one  association  be  comparable  with  other 
associations  regardless  of  size,  the  income  is  shown  on  a  locker-rented 
basis. 3  The  same  basic  dccoun ting  procedure  was  used  by  all  associations 
and  all  auditing  was  done  by  one  auditing  firm.  When  known,  variations 
among  associations  occurring  in  bookkeeping  procedure  were  adjusted. 
Several  associations  were  engaged  in  activities  not  related  to  their 
locker  operations.  The  receipts  and  expense  realized  from  these  "out- 
side" operations  were  excluded  whenever  possible. 

The  associations  shown  in  this  table  are  grouped  according  to  rate 
charged  for  cutting,  wrapping,  freezing,  and  grinding  and  then  arrayed 
according  to  net  savings  per  locker  rented.  Average  income  for  each 
service  is  the  average  for  only  those  associations  offering  the  service. 
For  example,  in  group  I,  the  average  income  per  locker  rented  from  lard 
rendering  is  the  average  for  the  4  associations  offering  the  service. 

Average  gross  income  for  the  33  associations  was  $29.74  per  locker 
rented  or  16  percent  more  than  the  previous  year.  The  5  associations 
charging  $3  per  hundred  pounds  for  cutting,  wrapping,   freezing,  and 

dumber  of  lockers  rented  during  the  year  computed  by  dividing  earned  locker  rental 
income  by  average  locker  rental  rate. 
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grinding  shown  as  group  i  in  the  table,  averaged  $32«19  per  locker 
rented.     Twelve  associations  charging  $2,50  for  the  service  (group  u) 

averaged  $31.32;  and  the  16  associations  charging  $2  per  hundred  pounds 
(group  III)   averaged  $27.50. 

Locker  rentals  averaged  42  percent  of  gross  income  compared  with  47  per- 
cent in  1945-46  and  51  percent  in  1944-45.  The  importance  of  locker 
rentals  in  total  income  has  been  declining  steadily  for  the  past  3  years. 
(See  fig.  2«)  In  1946-47,  the  period  covered  by  this  analysis,  pro- 
cessing income  exceeded  earned  locker  rental  income  for  the  first  time. 
Locker  rental  income  averaged  $12,54  for  the  33  associations  and  ranged 
from  $10  to  $15.15  per  locker.  Locker  rental  income  was  actually  the 
aver&ge  annual  locker  rental  rate  for  each  association. 

Income  from  cutting,  wrapping,  freezing,  and  grinding  varied  considerably 
among  the  associations.  It  ranged  from  $4.33  to  $13.31  and  averaged 
$8.93  per  locker  rented  for  the  entire  group.  The  associations  in 
group  I  had  the  highest  rates,  $3,  and  averaged  $10.09  per  locker  rented. 
Associations  in  group  II,  while  having  a  $2.60  rate,  grossed  $10.01  from 
this  service.  Associations  in  this  group  had  a  greater  average  volume 
of  processing  than  the  associations  in  group  I  but  because  of  the  lower 
rate  charged,  returns  per  locker  were  somewhat  smaller.  The  associa- 
tions in  group  III  with  only  a  $2  rate  grossed  $7.51  per  locker.  The 
association  with  the  largest  income  from  this  service  had  the  highest 
total  gross  income  ($47.34)  per  locker  rented,  as  well  as  the  greatest 
net  savings  per  locker. 

Associations  in  group  III  averaged  $7.51  per  locker  rented  with  a  rate 
of  $2  per  hundred  pounds.  Volume  of  processing  exceeded  the  average  for 
group  I  but  was  somewhat  less  than  the  average  for  group  II. 

The  increase  in  income  from  cutting,  wrapping,  and  freezing  over  the 
previous  year  can  be  attributed  entirely  to  the  increase  in  processing 
rates.  On  the  average,  rates  for  this  service  increased  approximately 
20  percent  while  volume  of  meat  processed  declined  an  estimated  7  per- 
cent . 

Curing  and  smoking  service  is  now  provided  by  28  associations.  Two  of 
the  five  associations  not  providing  the  service  have  made  arrangements 
with  other  concerns  to  have  meat  cured  and  smoked  for  their  locker 
patrons.  This  service  now  averages  $2.28  per  locker  rented  and  is  the 
second  largest  processing  item.  Furthermore,  it  is  believed  to  be  one 
of  the  most  profitable  processing  services. 

Fifteen  associations  now  provide  slaughter  service  for  locker  patrons 
with  11  associations  providing  their  own  slaughter  facilities.  Income 
from  this  service  averaged  $1.  75  per  locker  rented.  The  most  significant 
change  in  the  income  picture  of  the  associations  has  been  the  increase 
in  the  amount  received  from  inedible  sales.  This  item  averaged  $2.42 
per  locker  or  150  percent  more  than  the  97-cent  average  for  the  previous 
year.  The  higher  prices  received  for  inedible  byproducts  and  the 
greater  attention  to  salvaging  these  byproducts  account  for  most  of  the 
inc  rease. 
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Merchandise  sales,  although  still  relatively  unimportant,  show  a  sub- 
stantial increase  over  the  pre"v_ous  year.  Income  from  this  source 
averaged  91  cents  per  locker  compared  with  41  cents  in  1945-46.  Many 
associations  are  giving  more  attention  to  the  merchandising  of  fresh 
and  prepackaged  frozen  meats,  commercial  frozen  foods,  locker  and  home- 
unit  supplies,  etc.  It  is  believed  that  in  the  future  this  activity 
will  provide  an  increasing  share  of  the  associations'  revenue. 

The  detail  with  which  the  data  are  presented  provides  the  associations 
with  a  key  to  possible  weaknesses  in  their  operations.  These  associa- 
tions with  relatively  low  income  from  one  or  more  services  might  well 
give  greater  consideration  to  correcting  some  of  their  weaknesses  and 
expanding  operations. 

ANALYSIS  OF  EXPENSES  BY  ASSOCIATIONS 

Detailed  analysis  of  expenses  and  net  savings  is  shown  in  tablj  6. 
Total  operating  expenses  for  the  33  associations  averaged  $26.00  per 
locker  rented  and  total  expenses  (including  income  taxes  and  interest) 
$27.09.  Salaries  and  wages  amounted  to  50  percent  of  all  expenses  and 
absorber*  45  percent  of  income.  The  average  cost  of  labor  and  management 
was  $13.46  per  locker  rented  or  15  percent  more  than  the  previous  year. 
Group  II  had  the  highest  labor  and  management  cost  and  group  III  the 
lowest.  Volume  of  products  processed  per  locker  was  also  highest  in 
group  II  and  lowest  in  group  III.  A.ssuming  conditions  such  as  labor 
rates,  efficiency,  etc.,  to  be  the  same,  it  is  to  be  expected  that  labor 
and  management  cost  would  vary  with  volume  of  processing.  In  a  later 
section  the  problem  of  labor  cost  and  efficiency  is  discussed  in  more 
detail . 

Depreciation  and  rent  is  the  second  largest  expense  item.  This  expense 
ranged  from  $1.9  7.  co  $5.93  and  averaged  $3.55  per  locker  rented.  Dif- 
ferences in  investment  in  fixed  assets  per  locker  and  in  depreciation 
rates  account  for  most  of  the  variations.  A  few  associations  operate 
in  rented  buildings  and  this  rent  expense  is  shown  with  depreciation. 

Analysis  of  depreciation  rates  shows  that  the  rates  used  most  by  the 
associations  for  major  facility  items  are  as  follows:  buildings,  2  l/2 
and  3  percent;  insulation,  5  percent;  building  and  insulation  combined, 
3  percent;  refrigeration  equipment,  7-1/2  and  10  percent  with  10  percent 
the  most  usual  rate;  lockers  7-1/2  and  10  percent;  processing  equipment, 
10  percent;  and  miscellaneous  equipment,  10  percent. 

Utility  cost  averaged  10  percent  of  all  expenses  or  $2»78  per  locker 
rented.  Variations  in  power  and  water  rates,  cost  of  fuel,  volume  of 
products  processed,  and  number  of  processing  services  offered  by  the 
associations  account  for  much  of  the  differences.  A  later  section  of 
the  report  analyzes  power  usage  in  locker  plants  and  discusses  in  greater 
detail  some  of  the  factors  affecting  power  consimiption. 


The  cost  of 
year.  Cost 


plant  supplies  increased  significantly  over  the  previous 
per  locker   increased  from  $1.54  to  $1.98  or  29  percent 
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although  vol\ime  of  products  processed  was  considerably  lower.  Increased 
cost  of  wrapping  paper  and  other  processing  supplies,   as  well  as  the 
larger  number  of  processing  services  offered  by  many  associations, 
caused  the  increase  in  this  item. 

When  compared  with  1945-46,  operating  expenses  were  found  to  be  in  most 
instances  substantially  higher.  The  increase  averaged  18  percent  or 
$4.04  per  locker  rented. 

SAVINGS 

Net  savings  of  all  associations  averaged  $2.65  per  locker  rented  and 
ranged  from  a  loss  of  $3.22  to  a  savings  of  $8.80  per  locker.  Associa- 
tions in  group  I  averaged  $4.27  per  locker  rented  or  60  percent  above 
the  average  of  all  plants.  High  processing  and  locker  rental  rates 
rather  than  above-average  efficiency  are  apparently  the  reason  for  the 
excellent  showing.  Group  II  associations  averaged  only  $2.35  or,  10  per- 
cent below  the  combined  average  of  all  plants.  Lower  processing  rates 
than  group  I  associations,  lowest  average  locker  rental  rates,  and 
above-average  expenses  worked  to  reduce  savings  in  this  group.  The 
associations  in  group  III  had  average  net  savings  of  $2.57  per  locker 
rented  despite  a  processing  rate  33  percent  lower  than  group  I  associa- 
tions and  20  percejit  below  group  II,  It  appears  this  group  was  able 
to  realize  average  savings  despite  low  processing  rates  because  of  low 
operating  costs. 

Savings  have  been  widely  used  as  a  measure  of  successful  operation. 
Several  analyses  were  made  comparing  net  savings  with  other  information 
sucn  as  gross  Income  and  investment  in  fixed  assets,  so  the  relative 
position  of  each  association  could  be  determined.  In  table  7,  net 
savings  are  shown  as  a  percentage  of  gross  income  both  before  and  after 
payment  of  income  tax  and  interest.  On  the  average,  net  savings  amounted 
to  12,6  percent  of  gross  income  before  payment  of  income  taxes  and 
interest  and  9  percent  after  .payment  of  these  expenses.  In  the  preced- 
ing year  net  savings  averaged  14  percent  before  payment  and  10  percent 
after  pajment.  Net  savings  for  70  percent  of  the  associations  exceeded 
12  percent  before  income  taxes  and  interest,  and  15  percent  of  the 
associations  operated  at  a  loss.  Association  33  curtailed  operations 
during  the  year  while  expanding  its  facilities,  thus  accounting  for  its 
substantial  loss. 

Savings  as  a  percentage  of  gross  Income  have  been  somewhat  higher  in 
prior  years  as  shown  in  table  8.  The  period  1940-41  through  1943-44 
had  an  average  yearly  savings  before  income  tax  and  interest  of  19,6 
percent.  Lower  cost  facilities  and  low  fixed  costs,  unusually  active 
demand  for  lockers,  and  relatively  small  Increases  in  the  cost  of  labor 
were  factors  contributing  to  the  excellent  earnings  ratio.  Since 
1943-44,  savings  have  averaged  13.2  percent  or  one-third  less  than  the 
earlier  period.  Demand  for  locker  service  has  remained  active  and 
locker  rental  and  processing  rates  have  increased  generally.  However, 
the  high  cost  of  labor,  construction  of  many  relatively  expensive  plants, 
and  the  expense  associated  with  opening  new  plants  have  worked  to  reduce 
margins. 
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Table  7.  -  Net  savin/^s   as   a  percentage   of  gross  income  for  33  Illinois 
locker  cooperatives ,  1946-47 . 


(jros  s 

Net  savings 

before 

Net  savings 

after 

Associat  ion 

income 

income  tax  and  interest 

income  tax  and  interest 

Dollars 

Dollars 

Percent 

Dollars 

Percent 

44,809.68 

12, 099. 89 

27.  00 

10  760  02 

24.  01 

18, 728.95 

5,854.80 

31.26 

4,407. 25 

23. 53 

23  

41  660  51 

■  X  f  \J\j  \J  •  ij  A. 

9,416.85 

22. 60 

8,395.81 

20. 15 

10  216.51 

2, 716.89 

26.59 

1,994.97 

19.53 

15  

14  031  63 

2,721.49 

19.40 

2, 721.49 

19.40 

26  524  81 

6,469.81 

24.39 

5 ,  083 . 13 

19.16 

21  487  65 

5,353.53 

24.91 

4, 107. 08 

19. 11 

27  

15,763.64 

3,782.09 

23.99 

2,931.02 

18.59 

19,384.30 

4,824.37 

24.89 

3,370. 07 

17.39 

34,695.28 

7,234.23 

20.85 

5,670.36 

16.34 

25,580.54 

4,730.09 

18.49 

3,739.00 

14.  62 

21  -  

21 ,710. 11 

4,395.25 

20.25 

3.114.69 

14.35 

23,011.52 

3,712.51 

16.13 

3,231.59 

14.04 

24---------------- 

26,966.37 

5,373.79 

19.93 

3,429.89 

12.72 

27,210.66 

4,355.86 

16.01 

3,441.13 

12.65 

81,928.11 

12,799.31 

15.62 

9,536.37 

11.64 

56,485.89 

10,686.92 

18.92 

6,432.90 

11.39 

26, 587.90 

4,037.97 

15.19 

2,949.34 

11.09 

42,152.47 

5,801.54 

13.76 

4,563.42 

10.83 

82,802. 78 

12,475.34 

15.07 

8,738.81 

10.55 

42,500.68 

5,148.75 

12.11 

3,939.65 

9.27 

28,967.43 

3,335.01 

11.51 

2,625.32 

9.06 

49  200.01 

5,915.01 

12.02 

4,355.49 

8.85 

15  082  54 

1,067.25 

7.08 

843.12 

5. 59 

51,764.21 

4,053.10 

7.83 

2,461. 11 

4.75 

42.709.21 

2,743.47 

6.42 

1,633.26 

3.82 

58,800.74 

3,472.08 

5.90 

2,026.48 

3.45 

54,233.59 

940. 29 

1.73 

812.39 

1.50 

7--   

22,400,92 

13,805.45 

34-74 

•  25 

499. 51 

3.  62 

9,628. 76 

159. 59 

2.66 

373.09 

3^87 

14  

98,331.62 

6,296.^^9 

6.40 

8,227. 10 

8.37 

33  --- 

19,361.25 

1,378.30 

7. 12 

2,046.93 

10.57 

Total  

1, 168,525.72 

147,283.68 

104,027.39 

35.409.87 

4,463.14 

12.60 

3,152.35 

8.90 

Source:     Based  on  audit  reports. 
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Year 

Net  savings 
before  inc<xne 
tax  and 
interest 

Net  savings 
after  income 
tax  and 
interest 

Percent 

1940*41  

16.62 

12.24 

1941-42-  

20.51 

15.59 

23.46 

17.24 

1943-44  

18.02 

13.31 

1944-45--  

12.45 

8.93 

1945-46  

14.44 

10.39 

1946-47-.  

12.60 

8.90 

SOURCE: 


Baaed  on  audit  reports. 


A  further  analysis  was  made  of  Table  8.  -  Net  savings  as  a  percent- 
savings  by  comparing  net  savings  age  of  gross  income ,  Illinois  locker 
before  income  tax  and  interest  with  cooperatives,  1940-41  to  1946-47 
the  cost  of  fixed  assets.  All 
associations  making  major  additions 
to  facilities  were  excluded  unless 
no  returns  were  realized  from  the 
new  facility  and  the  cost  of  the 
facility  could  be  excluded.  Net 
savings  as  a  percentage  of  invest- 
ment in  fixed  assets  in  21  asso- 
ciations averaged  11.34  percent 
and  ranged  from  a  loss  of  0.68 
percent  to  a  savings  of  24.24  per- 
cent (table  9) .  Seventy-six  per- 
cent of  these  21  associations  had 
savings  of  more  than  10  percent 

with  only  2  associations  showing  a  loss.  Compared  with  the  6  preceding 
years   (table  10),  savings  in  1946-47  were  Just  about  average. 

Another  measure  of  successful  operation,  and  probably  more  important,  is 
the  ratio  between  net  savings  and  total  invested  capital.  Net  savings 
represent  the  amount  of  money  available  for  interest,  dividends,  income 
taxes,  and  patronage  refunds.  The  total  invested  capital  on  which  the 
rate  of  savings  Is  calculated  usually  is  taken  as  the  sum  of  the  capital 
stock,  surplus  and  surplus  reserves,  and  long-term  debt.  The  average 
rate  of  savings  on  total  invested  capital  was  6.5  percent  for  1946-47. 
All  33  associations  were  used  in  the  analysis.  Recent  increases  in 
invested  capital  and  borrowed  funds,  resulting  frow  the  construction  of 
new  facilities,  tend  to  underestimate  the  true  relationship. 

Studies  of  operating  statements  show  that  no  one  factor  is  usually 
responsible  for  the  level  of  savings  in  locker  plants.  However,  analysis 
Shows  that  as  the  percentage  of  processing  income  spent  for  labor  in- 
creases there  is  a  strong  tendency  for  net  savings,  before  income  taxes 
and  interest,  to  decline.  To  a  lesser  degree  the  amount  of  gross  income 
per  locker  is  important  in  determining  the  level  of  savings.  Many  other 
factors,  such  as  management  efficiency,  rates  charged,  and  investment  in 
facilities,  are  important,  however,  in  the  successful  operation  of  frozen 
food  locker  plants. 

PROCESSING  VOLUME 

The  total  volume  of  meat  and  poultry  processed  by  each  association 
during  the  year  and  the  average  volume  per  locker  rented  are  shown  in 
table  11  and  figure  3.  The  associations  processed  7,734  tons  of  meat 
and  poultry  and  averaged  394  pounds  per  locker  rented.  In  1945-46  the 
average  was  425  pounds  and  in  1944-45  it  was  384  pounds  (table  12) . 
These  data  indicate  that  the  patrons  on  the  average  fill  their  lockers 
with  meat  andpoultry  about  twice  during  the  year.  The  rate  of  turnover, 
however,  is  somewhat  greater  as  patrons  also  store  about  30  pounds  of 
fruits  and  vegetables  per  locker.    Total  volume  of  all  products  processed 


19 


Table  9.  -  Net  savings  as  a  percentage  of  investment  in  fixed  assets, 
before  deduction  of  income  tax  and  interest,  for  21  Illinois  locker 
cooper  at  ives ,  1946-47.^ 


Fixed 
assets 

Net 
savings 

Net  savings  as 

Q  cf  A 

fixed  assets 

ill  ORft  00 

t4  4<i4 

24  24 

1  lli  40 

20  74 

X  vr.  /  0 

Ifi  201  7^ 

9  71  A  AO 

1 6  iRfi 
X  Q  .  v/O 

•JO  f  /  o*t  t  "to 

e  oca  QA 

1  c  in 

19  000  RQ 

14  04 

44  0^4  A4 

4 t^Q  SI 
Q  ,  ^       .  o  X 

14  40 

97  1  ■?ft  40 

4  7A9  00 
Off  ox .  V/7 

1  4  04 

XO  .  7*T 

44  R^O  10 

4  740  00 

1  4  6< 
xo .  u3 

1   0fi7  9S 

1  2  RQ 

XX*  O7 

102  960  32 

12, 799.31 

12  44 

4  824  47 

12. 16 

28,234.24 

3,335.01 

11.81 

21-   

38,018.89 

4,395.25 

11.56 

17   

37,939.16 

4,355.86 

11.48 

24  

47,464.07 

5,373.79 

11.32 

11   

45,972.14 

5,148.75 

11.20 

12  -  

69,847.19 

5,915.01 

8.47 

20—  

45,608.58 

3,712.51 

8.14 

31--  

71,356.  53 

4,037.97 

5.66 

29  -  - 

31,771.15 

34-14 

.  22 

23.524. 29 

259.59 

.68 

Total  or  average--- - 

$868,723.99 

$98,499,34 

11.34 

-^Does  not  Include  associations  mailing  major  additions  to  facilities  unless  no  Income 
was  realized  from  new  facility  and  the  cost  of  sucb  facility  could  be  excluded. 

Source;     Baaed  on  audit  report  a, 

per  locker  rented  was  424  pounds  for  the  year  with  beef  and  pork  account- 
ing for  89  percent;  poultry,  4  percent;  and  fruits  and  vegetables,  7 
percent. 

Considerable  variation  was  found  among  the  associations  In  the  volume 
processed  per  locker.  One-third  of  the  associations  averaged  over  400 
pounds  per  locker  while  15  percent  averaged  less  than  300  pounds. 
Location  of  plants  relative  to  producing  areas,  percent  of  nonproducer 
patrons  using  the  plant,  and  ability  of  management  to  "sell"  the  pro- 
cessing services  of  the  plant  as  well  as  educate  patrons  to  fully 
utilize   their  lockers,    are  important  factors   affecting  volume. 


20 


LABOR  AND  MANAGEMENT  EFFICIENCY 

The  cost  of  labor  and  management  Is  the  largest  expense  Item  In  locker 
plant  operation.  On  the  average  50  percent  of  all  expenses  in  the  33 
locker  associations  was  for  this  item.  Variations  of  from  34  percent  to 
59  percent  were  found  among  the  associations.  Wide  variations  were  also 
found  among  plants  in  the  same  association. 

The  importance  of  this  cost  and  the  variations  among  the  associations 
and  individual  plants  warrant  more  detailed  analysis.  A  measure  fre- 
quently used  to  evaluate  labor  and  management  cost  is  to  compare  It  with 
processing  income.  The  measure  merely  shows  how  much  of  the  processing 
income  was  spent  for  labor  and  management  and  does  not  measure  the  out- 
put of  labor. 

An  accurate  cost  analysis  would  charge  a  portion  of  the  labor  and 
management  cost  to  other  departments  of  the  plants  such  as  lockers  and 
sales.  With  such  cost  information  unavailable,  the  entire  expense  of 
labor  and  management  is  compared  with  only  the  processing  income.  In- 
come from  lockers  and  sales  was  not  included  as  the  amount  of  labor  used 
in  these  departments  Is  relatively  small  and  the  income  from  these 
departments,  comprising  over  half  of  total  income,  would  obscure  monthly 
variations  in  processing  income.  Also,  the  differences  in  locker  rental 
rates  among  plants  would  introduce  an  additional  variable  into  the 
analysis. 


Table  13  shows  by  months  the  portion  of  each  dollar  of  processing  income 
that  would  be  needed  to  pay  total  labor  and  management  cost  of  the 
plants.  The  plants  were  grouped  according  to  rate  charged  for  cutting, 
wrapping,  freezing,  and  grinding  and  classed  according  to  services 
offered.  Only  the  average  for  each  class  and  group  is  shown.  Group  I 
plants  charge  $3  per  hundred  pounds  for  cutting,  wrapping,  freezing,  and 
grinding;  group  II  plants  charge 

Table  10.  -Net  savings  as  a  percent- 
age of  investment   in    fixed  assets 


$2.50;  and  group  III  plants,  $2. 
Class  1  plants  offer  only  cutting, 
wrapping,  freezing,  and  grinding 
service.  Class  2  plants  offer  in 
addition  curing  and  smoking  or 
rendering,  and  in  most  cases  both. 
Class  3  plants  offer  slaughtering 
services  as  well  as  other  services. 
Some  of  the  class  3  plants, 
particularly  in  group  II,  slaugh- 
tered on  the  farm,  with  resulting 
Inefficiencies  in  the  use  of  labor, 
which  accounted  for  some  of  the 
higher  cost  in  this  group. 

Labor  and  management  cost  was 
highest  per  dollar  of  processing 
income   in  the  months   of  July, 


before  payment  of  income  tax  and 
interest,  Illinois  locker  coopera- 
tives,'^ 1940-41  to  1946-47 


Year 

Net  savings  as 
a  percentage  of 
investment 

1940-41  

6.77 

1941-42  

11.20 

1942-43  

14.56 

1943-44  - 

12.98 

1944-45  

7.86 

1945-46  

10.00 

1946-47  

11.34 

■"■Excludes  various  associations  for  specific 
years  when  such  associations  were  undertak- 
ing major  expansion  programs. 

SOURCE:     Based  on  audit  reports. 
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Table  11.  -  Lockers  rented,  total  poundage,  and  average  pounds  of  meat 
and  poultry  processed  per  locker  rented  in  33  Illinois  locker  coopera- 
tives, 1946-47 


Association 


Lockers  rented^ 


Total  , 
poundage' 


Pounds  per 
locker  rented 


17  

27  -  

15  

9  

2  

4  

16  

11  

14  

22----  

23  

18  

6  

10-  

32  

S  

13  

3  

12  

21  

1  

25  -  

30  -  

33  

7  

20  

31  

24  

26  

29  

8  -  

28  

19  

Total  or  average 


1,101 
333 
462 
765 
2,628 
972 
568 
1.244 
3.012 
1.883 
1,050 
1,920 
1.007 
1.527 
627 
2.436 
798 
2.099 
1,711 
578 
1.552 
740 
360 
636 
1,037 
946 
947 
737 
383 
562 
1.548 
2.001 
1,115 


637,639 
191,094 
262,602 
432 , 666 

1,464,031 
♦79.641 
253.674 
547«068 

1,302,510 
800 . 693 
446.318 
766,387 
399.651 
600,725 
246,015 
925.051 
303.036 
785.094 
637,353 
211.881 
550 . 866 
257. 784 
125.053 
220, 122 
338,169 
306, 204 
301.999 
226,104 
111,926 
161,220 
437,935 
500.000 
242, 154 


579 
574 
568 
566 
557 
493 
447 
436 
432 
425 
425 
399 
397 
393 
392 
380 
380 
374 
373 
367 
355 
348 
347 
346 
326 
324 
319 
307 
292 
287 
283 
250 
217 


39.285 


15,467,665 


394 


■^Lockers  rented  camputed  by  dividing  earned  locker  rental  income  by  average  rental  rate,  in- 
cludes temjporary  lockers. 

^Poundage  secured  from  association  records  or  computed  by  dividing  chill,  cut,  wrap,  and  freeze 
Income  by  rate  per  pound  for  ttils  service. 


SOURCE;    Baaed  on  audit  reporta  and  aaaociat iona'  records. 
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August,  and  September.  The  peak 
was  reached  In  August  when  labor 
and  management  cost  amounted  to 
$1.36  for  each  dollar  of  pro- 
cessing income.  Lack  of  adequate 
voltime  during  this  period  rather 
than  increased  cost  of  labor 
accounted  for  this  undesirable 
condition.  The  most  favorable 
months  were  December,  January, 
and  February.  Duriiig  this  period 
processing  volume  was  greatest 
and  available  labor  was  utilized 
most  efficiently."* 

In  general  5  the  7  months  from 
October  through  April  were  the 
most  profitable  for  the  pro- 
cessing department  from  the  standpoint  of  labor  utilization  (fig. 4) . 
The  large  volume  of  beef  and  pork  during  the  fall  and  winter  months  was 
largely  responsible  for  this  situation.  During  the  remaining  5  months 
a  lower  processing  volume  combined  with  the  relatively  inelastic  labor 
force  resulted  in  a  very  unsatisfactory  condition.  Only  in  the  month  of 
June  did  processing  income  exceed  total  labor  and  management  cost  for 
the  month  and  this  was  due  largely  to  the  processing  of  fruits  and 
vegetables.  Although  fruit  and  vegetable  processing  is  generally 
believed  to  bring  in  less  income  than  it  produces  this  would  indicate 
that  it  is  a  worth-while  service  not  only  as  a  convenience  to  the 
jjatrons  but  as  a  source  of  revenue  to  pay  the  permanent  work  force 
during  the  period  if  low  meat  processing  volume. 

Considerable  improvement  has  been  made  in  matching  the  cost  of  labor  and 
management  with  processing  income  compared  with  1944  and  1945  although 
not  as  favorable  as  in  1946  (fig.  5)  .  There  is  still  a  need  to  improve 
operations  in  the  summer  months  through  increased  processing  of  poultry, 
fruits,  and  vegetables  as  well  as  evening  out  the  flow  of  beef  and  pork 
processing  throughout  the  year. 

In  general,  it  was  found  that  plants  with  higher  processing  rates  had 
lower  labor  cost  per  dollar  of  processing  income.  Group  I  plants  had 
average  labor  and  management  cost  of  87  cents  per  dollar  of  processing 
income  compared  with  94  cents  and  96  cents  in  the  lower  rate  groups. 
This  would  indicate  that  greater  revenue  from  processing  was  responsible 
rather  than  any  higher  level  of  labor  efficiency.  The  more  complete 
plants  had  better  labor  and  management  cost-processing  income  ratio  than 
the  limited  service  plants.  The  information  in  table  13  indicates  that 
class  2  and  3  plants  generally  had  lower  labor  cost  per  dollar  of  pro- 
cessing income  than  class  1  plants.     The  exception  in  group  II,  as 

'h.abor  and  manageiaent  efficiency,  as  used  In  this  analysis,  Is  defined  as  the  amount 
of  salaries  and  wages  paid  In  a  given  period  compared  wltb  the  total  receipts  from 
processing  during  the  same  period.    It  does  not  measure  the  productivity  of  labor. 


Table  12.  -  Average  pounds  of  meat  and 
poultry  processed  per  locker  rented 
per  year,  Illinois  locker  cooper a^ 
tives,  1944-45  through  1946-47 


Year 

Pounds  per 
locker  rented 

384 

425 

394 

SOURCE:     Baaed   on      audit  reports  and  aaso' 
ciationa'  records. 
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explained  previously,  was  largely  due  to  the  Inefficiencies  associated 
with  farm  slaughtering.  The  more  complete  plants  have  several  advantages 
not  found  In  the  limited  service  plants.  Flrst^  some  of  the  supple- 
mental services  such  as  curing  and  smoking  apparently  leave  a  greater 
margin  at  present  rates  than  cutting,  wrapping,  and  freezing;  second, 
the  percentage  of  the  greater  total  revenue  spent  for  overhead  or  fixed 
costs  is  believed  to  be  smaller;  and  third,  the  greater  total  voliime  of 
business  permits  more  opportunity  for  efficient  utilization  of  labor. 

An  analysis  of  average  labor  and  management  cost  per  dollar  of  pro- 
cessing income  for  the  past  4  years  is  shown  in  table  14.  Considerable 
variation  was  found  from  year  to  year.  Variations  in  total  volume 
processed,  seasonality  of  volume  processed,  and  actual  inefficiencies 
resulting  from  labor  turnover  were  in  large  measure  responsible.  Equally 
Important,  however,  are  the  Increases  in  labor  rates  and  processing 
charges  in  the  period.  Inasmuch  as  the  Increases  in  these  items  varied 
in  both  proportion  and  In  time,  some  difference  would  be  expected  had 
other  factors  such  as  volume  and  labor  efficiency  remained  constant. 

In  order  to  determine  the  Importance  of  processing  rates,  volume, 
services,  and  related  factors  In  this  measure  of  labor  efficiency  or 
utilization,  analysis  was  made  of  the  10  plants  with  the  lowest  labor 
and  management  cost  per  dollar  of  processing  Income  and  the  10  plants 
with  the  highest  labor  and  management  cost  per  dollar  of  processing 
Income.  The  plants  with  the  lowest  cost,  termed  the  most  efficient 
plants  I  had  an  average  expense  of  71  cents  for  labor  and  management 
per  dollar  of  processing  Income  while  the  plahts  with  the  highest  cost, 
the  least  efficient  plants,  averaged  $1.21. 

The  most  efficient  plants  had  an  average  processing  rate  of  f$2.60,  and 
the  least  efficient  plants  averaged  $2.40  -  not  a  significant  difference. 
On  services  performed,  however,  the  most  efficient  plants  were  found  to 
be  considerably  more  complete.  Among  the  roost  efficient  plants,  6  cured 
and  smoked,  7  rendered  lard,  and  1  slaughtered.  Four  of  the  plants 
cured,  smoked,  or  rendered  for  11  other  plants.  Among  the  least  effi-  , 
clent  plants,  only  3  cured  and  smoked,  3  rendered  lard,  and  6  slaughtered. 
Three  of  the  6,  however,  slaugh- 
tered on  the  farm  -  which  was 
found  to  be  relatively  inefficient 
compared  with  slaughtering  in  a 
slaughter  facility.  Only  one 
plant  in  the  least  efficient  group 
cured  and  smoked  for  other  plants. 
Analysis  of  volume  showed  that  the 
most  efficient  plant  processed 
approximately  11  percent  more 
products  per  locker  than  the  other 
gr  oup . 


The  combined  processing  income  and 
combined  labor  and  management 

cost    for    the    two  groups    are   shown    source:     Baaed  on  aaaoc  iat  ions'  records. 


Table  14.  -  Total  labor  and  manage- 
ment cost  per  dollar  of  processing 
income,  Illinois  cooperative  loc- 
ker plants,  1943-44  to  1946-47 


Year 


Number  of 
plants 


Cost  per 
dollar  of 
processing 
income 


1943-  44 

1944-  45 

1945-  46 

1946-  47 


33 
45 
51 
58 


$0.92 
1.01 
.92 
.96 
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In  figures  6  and  7.  Combined  processing  Income  exceeded  combined  labor 
and  management  cost  In  all  months  In  the  most  efficient  plants  compared 
with  only  two  months  In  the  least  efficient  plants.  Processing  Income 
averaged  $8,435  per  plant  for  the  most  efficient  group,  and  labor  and 
management  cost  averaged  $5,975.  In  the  least  efficient  plant  the  pro- 
cessing Income  averaged  $7,542  per  plant  and  labor  and  management  cost, 
$9,128.  It  was  found,  however,  that  the  seasonal  trend  In  processing 
Income  and  in  labor  and  management  payments  were  approximately  the  same 
In  both  groups. 

The  analysis  Indicated  that  neither  the  seasonality  of  processing  Income 
nor  the  management  of  the  labor  force  was  primarily  responsible  for  the 
difference  between  the  two  groups  In  this  processing-Income  and  labor- 
and-management-cost  relationship.  Rather  It  Indicates  that  differences 
in  number  of  services  offered,  total  volume  processed,  processing  charges 
to  some  extent,  hourly  labor  rates,  and  the  actual  need  for  all  personnel 
employed  were  the  factors  responsible  for  the  differences  in  degree  of 
labor  and  management  utilization. 

It  is  possible  to  make  some  general  observations  from  this  analysis. 
The  most  importfint  are: 

1.  Most  of  these  plants  suffer  from  a  substantial  decline  in  processing 
volume  during  the  summer  and  early  fall  months  -  particularly  during 
July,  August,  and  September.     More  emphasis  needs  to  be  placed  on  in- 
creasing the  volume  of  poultry,   fruits,  and  vegetables  during  this 
period. 

2.  The  size  of  the  labor  force  is  relatively  Inelastic  compared  with 
fluctuations  in  processing  volume. 

3.  The  supplemental  services  of  curing,  smoking,  and  lard  rendering 
appear  to  produce  favorable  margins  at  present  rates. 

4.  Slaughtering  service,  when  slaughtering  facilities  are  provided 
by  the  association,  results  in  above-average  net  savings.  To  date,  how- 
ever, low  volume  and  inexperienced  personnel  have  tended  to  make  labor 
and  management  cost  per  dollar  of  processing  income  high  in  several 
plants  offering  the  service. 

5.  The  wide  variations  in  labor  and  management  cost  per  dollar  of 
processing  Income  among  plants  comparable  as  to  size,  rates ,  and  services 
emphasize  the  need  for  improving  labor  efficiency  and  utilization  in 
many  plants. 

POWER  CONSUMPTION 

Power  and  light  costs  are,  on  the  average,  the  third  largest  expense  in 
locker  plant  operation.  Because  of  the  general  interest  in  the  amount 
of  power  consumed  by  locker  plants,  an  analysis  was  made  of  kilowatt- 
hours  consumed  in  a  representative  group.     For  comparative  purposes  the 
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FIGURE  6 

LABOR  AND  MANAGEMENT  COST  COMPARED  WITH  PROCESSING  INCOME 
IN  10  MOST  EFFICIENT  PLANTS,  1946-47 
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FIGURE  7 

LABOR  AND  MANAGEMENT  COST  COMPARED  WITH  PROCESSING  INCOME 
IN  10  LEAST  EFFICIENT  PLANTS,  1946-47 
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Information  Is  shown  on  the  basis  of  average  kilowatt-hours  consumed  per 
locker  capacity^by  months. 

The  highest  power  consumption  occurs  during  the  warm  months  from  may 
through  October,  and  lowest  consumption  during  the  late  fall  and  winter 
months  (fig.  8).  Average  annual  consumption  for  44  plants  In  1946-47 
was  73  kilowatt-hours  per  locker  capacity,  but  ranged  from  45  to  139 
kilowatt-hours.  The  wide  range  is  believed  to  be  due  to  differences  In 
efficiency  of  Insulation  and  refrigeration  equipment,  water  temperatures, 
volume  of  space  refrigerated,  processing  services  offered,  and  total 
volume  processed.  It  was  found  that  few  of  the  low  power-consuming 
plants  had  curing  rooms  or  processed  for  branch  plants,  while  most  of 
the  high  power-consuming  plants  had  curing  rooms  and  did  considerable 
processing  for  other  plants.  There  was  also  some  Indication  that  the 
type  of  refrigerant  used  had  s  ome  effect  on  the  amount  of  power  consumed. 

The  analysis  shows  that  average  yearly  power  consumption  per  locker 
capacity  has  been  Increasing  steadily.  Table  15  indicates  that  the 
average  of  73  kilowatt-hours  consumed  in  1946-47  was  6  kilowatt-hours 
more  than  the  previous  year  and  13  kilowatt-hours  more  than  the  average 
of  the  first  2  years  shown. 

^The  term  «loclter  capacity"  Is  defined  as  the  number  of  lockers  tbat  can  be  In- 
stalled In  existing  zero-temperature  rooms.     On  the  average  one  locfcer  requires 
13-6  cubic  feet  of  space. 


Table  15.  -  Kilowatt -hours  of  electricity  consumed  per  locker,  based  on 
total  capacity ,  in  Illinois  cooperative  locker  plants,  by  months, 
1943-44  through  1946-47^ 


Month 

1943-44 

1944-45 

1945-46 

1946-47 

4.0 

4.0 

4.8 

5.5 

February  

4.2 

4.4 

5.0 

5.3 

4.5 

4.7 

5.4 

5.0 

5. 1 

4.9 

5.7 

5.7 

May  —  -- 

5. 1 

5.1 

5.9 

6.1 

5.8 

5.9 

6.6 

6.8 

July    

6.2 

5.8 

6.8 

6.9 

6.1 

5.9 

6.5 

7.3 

5.6 

5.2 

5.6 

6.9 

*.8 

4.6 

5.2 

6.3 

4.3 

4.6 

4.8 

5.8 

4.0 

4.0 

4.6 

5.4 

Total  

59.7 

59.1 

66.9 

73.0 

■^Excludes  plants  that  do  no  processing. 
SOURCE:     Baaed  on  aaaociat iona '  recorda. 
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Inasmuch  as  a  different  number  of 
plants  were  analyzed  in  each  year, 
an  additional  comparison  was  made 
of  power  consumption  for  1943-44 
and  1946-47  of  just  those  plants 
having   data   for   both  periods 
(table  16) .     The  18  plants  used 
showed  an  increase  in  kilowatt- 
hours  consumed  per  locker  capacity 
of  10  kilowatt-hours  per  year.  It 
should  be  recognized  that  some  of 
this  increase  was  due  to  additional 
services   offered  in  the  latter 
year.     It  is  suspected,  however, 
that  a  considerable  portion  of  the 
increase  was  due   to  decline  in 
efficiency  of   insulation  and 
refrigeration  equipment. 


Table  16.  -  Average  kilowatt -hours 
of  electricity  consumer  per  locker 
capacity  in  18  Illinois  coopera- 
tive locker  plants,  1943-44  and 
1946 '-47 


1940-47 

3.95 

5.05 

4  Ifi 

4.58 

4.91 

^ril  -  

5.22 

5.53 

5.51 

6. 15 

6.05 

6.67 

July  

6.34 

6.85 

6.13 

7.31 

5.69 

6.60 

4.95 

6.25 

4.30 

5.67 

3.97 

5.24 

Total  

60.87 

71.11 

All     the    plants     in    the    prior      source-.     Baaed  on  asaociationa'  reeorda. 

analyses  offer  some  processing 
services.     Power  is  used  not  only 

to  refrigerate  the  locker  room  and  for  lights  but  also  in  operating  the 
chilling,  aging,  sharp  freezing,  and  curing  rooms  as  well  as  in  the  pro- 
cessing room.  In  table  17  kilowatt-hour  consumption  is  shown  for  8 
plants  offering  no  processing  service.  In  these  plants  power  Is  used 
only  to  refrigerate  the  locker  room  and  for  lights •  These  plants  average 
approximately  53  kilowatt-hours  per  locker  capacity  per  year  or  20 
kilowatt-hours  less  than  the  plants  that  process.  As  the  number  of 
plants  used  is  small,  it  would  not  be  correct  to  say  that  the  difference 
of  20  kilowatt-hours  per  locker  is  due  entirely  to  processing.  It  does, 
however,  give  some  indication  of  the  power  required  for  processing. 

SLAUGHTER  PLANTS^ 

The  furnishing  of  slaughtering  services  by  locker  plants  is  increasing 
as  indicated  by  a  survey  of  340  cooperative  plants  made  in  1947.  Thirty- 
four  percent  of  the  plants  reporting  indicated  that  slaughter  facilities 
wel*e  operated. 

Eighteen  Illinois  associations  either  are  now  operating  or  have  in  pro- 
cess of  construction  19  slaughter  facilities.  These  19  plants  will 
render  slaughtering  service  for  45  locker  plants  with  approximately 
26,000  lockers  installed.  Location  and  number  of  plants  served  as  shown 
by  figure  9  and  table  18.  Seven  of  these  slaughter  plants  serve  only 
1  locker  plant,  4  serve  2,  3  serve  3,  4  serve  4,  and  1  serves  5  locker 
plants . 


'Becausfc  of  increased  Interest  and  expansion  of  slaughtering  services  by  locker 
plants,  a  special  survey  was  conducted  In  Illinois  and  several  other  States.  A 
detailed  report  of  this  survey  will  he  published  at  a  later  date. 


33 


TYPE  OF  SLAUGHTER  FACILITIES 

Fkcllltles  varied  from  simple,  Inexpensive  buildings  and  equipment  cost- 
ing approximately  $2^000  to  modern,  fully  equipped,  complete  centralized 
slaughter,  processing,  and  freezing  plants  costing  in  excess  of  $100,000. 


Size  of  slaughter  rooms  ranged  from  less  than  300  square  feet  to  over 
1,000  square  feet.  Two  of  the  small  plants  had  no  refrigerated  chill 
rooms  while  9  used  chilling  and  aging  facilities  of  connecting  locker 
plants  and  8  provided  chilling  rooms  at  slaughter  plants.  In  addition 
to  chilling  facilities  2  large  central-processing  plants  provide  com- 
plete facilities  for  cutting,  wrapping,  freezing,  curing,  smoking,  lard 
rendering,  and  poultry  dressing.  Nine  of  the  slaughter  plants  were 
built  in  connection  with  locker  plants  while  10  were  not. 


Equipment  ranged  from  plants  using  hand  hoists  and  no  scalding  vats  for 
hogs  to  plants  with  facilities  quite  comparable  to  those  of  small  com- 
'     merclal  packing  plants  -  that  is,  equipment  such  as  electric  hoists, 
scalding  vats,  and  dehalring  machines. 

Services  offered  vary  from  simple  slaughtering  and  dressing  at  the  plant 
to  complete  processing,  freezing,  wrapping,  curing,  and  smoking  for 
several  branch  locker  plants. 

RATES 

Rates  charged  per  head  for  slaughtering  ranged  as  follows: 


Cattle  $1.50 

Hogs  1. 50 

Calves  1.00  to 

Sheep  1.00 

Chickens  \Zi 

Turkeys  50 


to  $5.00- 
to    3. 50- 
2.50- 
2.00- 
25(^- 


to 
to 


The  importance  of  income  from 
slaughtering  and  inedible  sales 
in  associations  offering  slaughter 
service  compared  with  income  from 
inedible  sales  alone  in  associa- 
tions not  having  slaughter  facil- 
ities is  shown  in  table  19. 
Approximately  16  percent  of  total 
Income  was  received  by  the 
slaughter  group  compared  with 
less  than  6  percent  for  the  non- 
slaughter  associations.  Stated 
in  another  way,  slaughtering  and 
inedible  sales  increased  gross 


-most  common — $2.50  to  $3.50 

-most  common  1.50  to  2.00 

-most  common  1.50  to  2.50 

-most  common  1.50 

-most  common  15^  to  20^ 

-most  common  50^ 


Table  17.  -  Kilowatt -hours  of  elec- 
tricity consumed  per  locker,  based 
on  total  capacity ,  in  8  Illinois 
cooperative  locker  plants  offering 
no  processing  services ,  by  months, 
1946-47 


Month 

Kilowatt -hour s 
consumed 

Month 

Kilowatt-hourd 
consumed 

January- - 
February- 
March  

April  

May  

June  

3.3 
3.2 
3.0 
3.4 
4.0 
5.8 

July  

August  -  -■ 
Septembei 
October- 
November 
December 

Total- 

5.5 
6.1 
6.2 
5.1 
4.0 
3.3 

52.9 
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FIGURE  9 

LOCATION  OF  SLAUGHTER  PLANTS 
WITH  LOCKER  PLANTS  SERVED 
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Table  18.  -  Location  of  slaughter  plants,  number  of  locker  plants,  and 
total  lockers  served 


Slaughter  plant 


Cantridge-- - - 
Carlinville-- 
Carbondale--- 
Carthage----- 

Chapin  

Charleston- 

Golden  

Jttawa----- 

Paris  

Piper  City--- 

Rushville  

Shelbyville-- 
Stewardson--- 
Steelville-- - 

Waver ly--  

Winchester- -- 

Wyoming  

Mar  ion------ - 

Dongola  -- 

Total--- 


Locker  plants 
served 


45 


Total  lockers  served 


2.900 
3.568 
2.824 
830 
449 
1,742 
1.116 
736 
1.059 
342 
1.S41 
1,697 
600 
968 
615 
375 
1.843 
1.000 
1.795 


26.000 


SOURCE:     Baaad  on  »»sociMt ion' m  recordm . 


income  by  19  percent  in  the  slaughtering  associations  compared  with  7 
percent  from  inedible  sales  for  those  without  slaughter  facilities. 

VOLUME  SLAUGHTERED 

Information  on  volume  slaughtered  was  rather  sketchy  and  was  limited  to 
only  a  half  dozen  associations.  Volume  slaughtered  ranged  from  120  to 
674  cattle  and  calves  and  from  319  to  803  hogs  per  plant  per  year. 

From  Information  available,  it  appears  in  most  instances  that  the 
volume  of  livestock  slaughtered  is  less  than  half  the  total  volume  of 
beef  and  pork  processed  through  the  locker  plants  served.  This  would 
seem  to  indicate  that  either  patrons  are  still  slaughtering  a  sub- 
stantial volume  on  farms,  are  having  it  done  by  private  custom  slaugh- 
tering agencies,  or  are  purchasing  packer  beef  and  pork  in  carcass  form. 
Another  factor  which  has  tended  to  reduce  volume  has  been  the  extremely 
high  price  for  live  animals  which  tended  to  restrict  purchases,  especially 
for  nonfarm  patrons.  Several  plants  reported  that  some  farm  patrons 
preferred  to  sell  their  cattle  and  purchase  quarters  or  sides  of  packer 
beef  or  pork. 
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Table  19.  -  Total  income  per  locker  rented,  from  slaughtering  and 
inedible  sales,  and  percenta'ge  items  are  of  total  income,  Illinois 
locker  cooperat  ives ,  1946-47 


Association 

Income  per  locker  rented 

Percentage  of  gross 
income  from  slaugh- 
tering and  inedible 
sales 

Total 

Slaughter  and 
inedible  sales 

21  

$37.56 
33.99 
23.79 
47.34 
39.68 
28.75 
24.32 
28.07 
27. 10 

$10.42 
7.22 
5.01 
9.47 
7.50 
4.12 
3.40 
1.71 
1.43 

28 

21 
20 
19 
14 
14 
6 
5 

5  

19  

27  

23  

12  

20  -  

31  

28-  

Average  -  18  non- slaughtering 
associations     

30.72 

4.95 

16 

$28.88 

^1.92 

6 

^Income  from  Inedible  sales  only.    Associations  have  no  slaughtering  Income. 
SOURCE:     Baaed  on  audit  reports. 

If  estimated  potential  slaughter  capacity  of  the  plants  were  utilized, 
it  appears  that  the  present  volume  is  only  about  ope- third  of  what  could 
be  slaughtered.  In  presenting  these  rough  estimates,  it  should  be 
recognized  that  none  of  the  larger  plants  were  in  operation  during  the 
period  studied  and  that  in  most  of  the  smaller  plants  slaughtering  is  a 
new  type  of  service. 
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CONCLUSIONS 

Locker  plants  are  fast  nearlng  the  time,  if  it  has  not  already  arrived, 
when  they  will  have  to  tighten  up  on  operating  methods,  eliminate 
inefficiencies,  and  improve  management  practices  if  thej'  are  to  succeed. 
Since  World  War  II,  most  plants  have  enjoyed  practically  full  capacity 
locker  rentals.  With  increased  competition  from  other  locker  plants, 
home  units,  and  retail  stores  this  s ituation  could  easily  change.  Among 
some  of  the  problems  to  be  faced  are: 

1.  Higher  operating  costs. 

2.  Higher  construction  and  replacement  costs. 

3.  Stiffer  competition.  . 

4.  More  difficult  financing. 

5.  Demand  for  improved  and  expanded  services 

In  order  to  successfully  meet  these  problems,  management  needs  to  studj 
carefully  the  various  internal  operations  to  determine  which  ones  paj> 
their  way  and  which  ones  do  not. 

Our  studies  have  shown  that,  in  many  locker  plants,  processing  as  such 
has  not  been  profitable  operation  and  locker  rentals  have  partially 
subsidized  processing  operations.  In  such  cases  either  efficiencies 
need  to  be  developed  in  processing,  volume  process  per  locker  increased, 
or  rates  need  to  be  raised. 

The  rapid  increase  in  cost  of  plant  facilities  should  concern  those 
associations  contemplating  expansion  or  construction  of  new  plants.  In 
most  instances  the  increased  cost  must  be  accompanied  by  an  increase  in 
rental  and  processing  rates.  There  is  a  danger  that  substantial  rate 
increases  may  wipe  out  much  of  the  economy  to  the  patron  in  this  method' 
of  food  processing  and  could  result  in  reduced  patronage.  For  that 
reason  every  effort  should  be  made  to  make  most  efficient  and  maximum 
use  of  facilities  and  labor  to  cut  cost  of  operation.  In  some  cases  it 
may  be  more  practicable  to  concentrate  upon  increasing  volume  and 
reducing  costs  with  present  facilities  before  entering  upon  an  expanded 
program. 

Our  studies  indicate  that  nearly  70  percent  of  the  associations  pro- 
cessed less  than  400  pounds  of  meat  and  poultry  per  locker  and  15  per- 
cent were  under  300  pounds.  Spot  checks  by  managers  of  several  associa- 
tions have  shown  that  a  sizable  proportion  of  locker  patrons  spend  less 
than  $5  per  year  for  processing.  The  use  of  locker  facilities  by  this 
type  of  patron  is  unprofitable  both  to  the  locker  plant  and  to  the 
patron  and  efforts  should  be  directed  either  toward  increasing  processing 
volume  or  encouraging  patrons  to  purchase  more  products  through  the 
cooperative . 
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Too  many  patrons  do  not  live  out  of  their  locker  but  use  It  as  a  sort 
of  hoarding  or  Insurance  device  to  be  used  only  on  special  occasions 
or  when  food  cannot  be  obtained  elsewhere.  To  date  too  little  has  been 
done  to  "sell"  the  patron  on  the  advantages  of  locker  service.  A.n 
aggressive  and  effective  selling  Job  Is  needed  to  Increase  volume  and 
Improve  operating  returns. 

Because  of  higher  construction  and  equipment  costs  It  may  be  necessary 
for  associations  to  consider  setting  up  higher  depreciation  rates  In 
order  to  make  needed  replacements  when  It  becomes  necessary. 

Up  to  the  present  time  many  locker  plants  have  scratched  only  the 
surface  of  possibilities  which  He  before  them.  Looking  into  the  future 
It  would  appear  that  they  can  play  an  increasingly  Important  role  In 
the  marketing,  processing,  storing,  and  distributing  of  high-energy 
foods.     Among  some  of  the  major  possibilities  are: 

1.  Provide  a  better  market  for  locally  produced  meat,  poultry,  and  to 
a  limited  extent  of  fruits  and  vegetables.  Slaughter  and  process  live- 
stock and  poultry  either  on  a  custom  basis  or  for  sale.  More  con- 
sideration needs  to  be  given  poultry  processing  as  a  means  of  increasing 
processing  Income  and  better  utilization  of  labor  during  slack  summer 
and  fall  months.  In  some  localities  the  processing  of  high-quality 
fruits  and  berries  also  offers  some  possibilities. 

Locker  plants  by  providing  high- temperature  storage  space  can  also  act 
as  assembling,  grading,  storing,  and  marketing  agencies  for  locally 
produced  eggs,  and  to  a  more  limited  extent  of  fruits  and  vegetables. 

2*  The  production  of  high-quality  cured  hams,  bacon,  and  sausage  offer 
another  possibility  for  marketing  some  of  their  members  surplus  hogs 
to  town  patrons,  retail  stores,  restaurants,  and  hotels. 

3.  The  processing  of  meat  and  poultry  for  home-freezer  units  is  still 
ajiother  means  of  increasing  volume.  The  results  of  an  experiment 
carried  on  by  the  "Mother  Zero"  locker  plant  at  Ithaca,  New  York,  showed 
an  increase  of  approximately  50  percent  in  processing  volume,  due  to  the 
servicing  of  a  large  number  of  home  units. 

4.  While  it  is  recognized  that  opportunities  for  sale  of  commercial 
frozen  foods  are  greater  in  larger  towns,  it  is  surprising  how  much  of 
this  product  has  been  sold  to  f"arm  patrons  in  small  towns  with  an 
aggressive  merchandising  program.  The  manufacture  and  sale  of  ice  cream 
is  another  worth  while  service.  The  low  temperature  storage  provided  by 
the  locker  plant  also  offers  possibilities  for  bulk  storage  of  commercial 
frozen  food  and  dairy  products  for  local  retail  stores,  restaurants,  and 
hotels . 

5.  Locker  plants  need  to  give  more  attention  to  efficient  utilization 
of  both  edible  and  inedible  byproducts  which  are  among  the  most  pro- 
fitable sources  of  income  to  commercial  packers.     With  the  Increased 
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number  of  slaughtering  facilities,  it  may  be  practicable  to  centralize 
the  Inedible  operations  in  a  few  large  rendering  plants.  The  manufacture 
and  sale  of  dogfood  is  another  service  which  has  been  a  profitable 
source  of  Income  to  some  plants* 

To  operate  successfully  in  the  future^  locker  plants  will  need  not  only 
to  expand,  diversify,  and  improve  their  services  along  these  lines,  but 
also  to  improve  their  operating  efficiency. 

The  problems  and  possibilities  in  each  independent  plant  and  association 
are  not  analyzed  in  this  report.  We  have  attempted  to  point  out  oi>ly 
the  broad  aspects  of  operations. 

To  obtain  maximum  benefit  of  the  findings  of  this  study,  it  is  suggested 
that  managers  and  directors  of  each  association  study  this  report  care- 
fully and  compare  their  association's  plant  operations  with  the  most 
efficient  plants  and  with  the  average  in  order  to  find  where  improve- 
ments are  needed. 


